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I n  t h i s  s t udy  we  t r aced  t he  o r i g i n  o f  t he  se rv i ce  sec to r  concep t ,  ana l yzed
the development of l  serv ice ernploynent and sketched i ts  s igrr i f icance for  the
econony.  We used the internat ional ly  accepted concept of  the serv ice sector .
H i s t o r i c a l l y ,  t h i s  s e c t o r  i s  d e t e r m i n e d  a s  a  r e s i d u a l  c o n s . i s t i n g  o f
ac t i v i t i e s  wh i ch  do  no t  f i t  i n t o  t he  ag r i cu l t u ra l  and  i ndus t r i a l  sec to r .
Howeve r ,  i n  t he  seven t i es  H i l l  f o rnu l - a ted  a  de f i n i t i on  o f  se r v i ces  wh i ch
provides a theoret ical  basis to the accepted sector  concept.
The  agg rega te  app roach  i n  chapLe r  I I I  s ke t ched  t he  sh i f t  t o  se r v i ces  on
t h e  b a s i s  o f  f i v e  d i m e n s l o n s .  M o s t ,  r e m a r k a b l e  v r a s  t h e  r e v e r s a l  o f  a
d e c l i n i n g  o u t p u l  s h a r e  i n  c o n s t a n t  p r i c e s  d u r i n g  t h e  1 9 6 0 - 7 3  p e r i o d  t o  a n
jnc reas ' i ng  sha re  a fbe r ' 1913 .  The  es t ima tes  on  expend i t u re  a t  cons tan t  p r i ces
fo r  t he  pos t  1973  pe r i od  showed  t ha t  t he  i nc rease  o f  de rnand  f o r  p r i vabe
s e r v i c e s  e x c e e d e d  L h e  r i s i n g  d e m a n d  f o r  p u b l i c  s e r v i c e s  i n  m o s t  o f  o u r
coun t r i es ,  Sweden  be ing  an  excep t i on .
F o r  s o m e  a n a l y t i c  p u r p o s e s  t h e  n o t i o n  o f ' a ' s e r v i c e  s e c t o r  i s  t o o
he te rogeneous .  Se rv j . ce  ac t i v l t i e s  can  be  bo th  ve ry  cap i t a l - i n t ens i ve  and
labou r - i n t ens i ve .  t hey  se rve  f i na l -  and  i n t e rmed ia te  demands ,  and  t hey  a re
p r o d u c e d  f o r  b o t h  p r j v a L e  m a r k e t s  a n d  t h e  p u b l i c  s e c L o r .  T h e s e  v a r i o u s
categor ies shovr d isparate developments and therefore b 'e found i t  useful  to
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dlsaggregate the service sector into nore rneaningful subsectors. Three of
then are pri .nari ly narket oriented, while the fourth serves a largely non-
n a r k e t  d e n a n d .  T h e  t h r e e  m a r k e t  o r i e n t e d  s u b s e c t o r s  a r e  p r o d u c e r ,
distr ibutive and personal services, and the fourth is social services.
A  p r o p e r  d e t a i l e d  a n a l y s i s  r e q u i r e d  t h e  c o n s t r u c t i o n  o f  a  n e w
disaggregated  serv ice  enpfoyment  accounts .  A  su f f i c ien t  degree o f  de ta i f ,
cons is tency  and harmon iza t ion  v ras  a t ta ined by  merg ing  ex is t ing  sources  on
employment .  Th is  new ev idence revea led  tha t  the  charac ter is t i cs  o f  the
expansion of services claimed by some studies needs some adjustment, and in
sone cases material of recent years indicated serious changes in trends.
Employment  g rowth  in  the  serv ice  sec tor  dece le ra ted  on ly  s l igh t ly  a f te r
1-973, and this slowdown could largely be ascribed to the recession periods.
0 ther  sec tors  a re  Dore  sens i t i ve  to  cyc l i ca l  f luc tua t ion ,  and consequent ly
the  pre  1973 sh i f t  to  serv ices  cont inued therea f te r .  In  the  s ix t ies  the
growing service enpfoyment share was largely due to the expansion of social
serv ices .  In  the  sevent ies  and e igh t ies  g rowth  in  soc ia l -  serv ices  s lowed
down and the expansion of producer servj.ces becarne nore prominant. Further,
e n l p l o y m e n t  g r o w t h  i n  p e r s o n a l  s e r v i c e s  s t a r t e d  t o  a c c e l e r a t e  i n  t h e
seventies after substantial decl ines in the sixt ies. These changing trends
rdere most pronounced in the United States, but the other countr ies seem to
be fol lowing the same pattern with some lag.
Our comprehensive accounting approach, based on the integration of the
results of the aggregative approach and the disaggregated evidence, enabled
u s  t o  e s t i n a t e  f o r  t h e  1 9 7 3 - 8 4  p e r i o d  t h e  r o l e  o f  t h e  b a s i c  u n d e r l y i n g
causes  o f  the  sh i f t  to  serv ices .  The cont r ibu t ion  o f  lagg j .ng  produc t iv i t y
growth  is  smal le r  than oos t  s tud ies  found fo r  the  s ix t ies ,  i t  ' exp la ined-
roughly 40 to 60 per cent of the r ising services employment share. Growing
f ina l  denand was respons ib le  fo r  20  to  l0  per  centand the  cont r ibu t ion  o f
inc reas ing  in te rmed ia te  demand var j .ed  be tween 10  per  cent  in  Germany and
Sweden to 40 per cent in the United States.
T h e  n a j o r i t y  o f  e m p i r i c a l  s t u d i e s  c u r r e n L l y  a v a i l a b l e  s u g g e s t  t h a t  t h e
unfavourab le  p roduc t i -v i t y  g rob / th  d i f fe ren t ia l  fo r  serv ices  is  nar rowing .
Social innovations and the diffusion of information technology have produced
produc t iv i t y  inprovernents .  These rdere  par t l y  respons ib le  fo r  inc reased
demand for producer and personaf services,
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Productivity growth and levels by sector have had an impact on the pattern
of  employxnent shi f ts .  In the European countr ies and Japan, agr icul ture and
indus t r y  bene f l t t ed  mos t  f o rm  the  ca t ch -up  bonus .  I n  t hese  coun t r i es  mos t
a t t en t i on  was  devo ted  t o  i np rov i ng  e f f i c i ency  i n  t hose  goods  p roduc ing
sectors.  As a resul t  the cost  problem in serv ices tended to r ise to s in i lar
proport ions as in the Uni ted States.  Thus,  wi th some 1ag the serv ice sector
in the European countr ies and Japan has seen the sane evolut ion as in the
U n i t e d  S t a t e s .  T h e  l a r g e r  t h e  g a p  b e t w e e n  s e r v i c e  a n d  i n d u s t r i a l
product iv i ty  the stronger has been the pressure for  socia l  and technologlcal
innovat ions to improve the former,
As  i ndus t r i a l  p roduc t i v i t y  i n  t he  Eu ropean  coun t r i es  and  Japan  d raws
c lose r  t o  Un i t ed  S ta tes  l eve l s ,  t hese  coun t r i es  have  i nc reas ing l y  t o  bea r
t he  cos t s  o f  ope ra t i ng  a t  t he  p roduc t i v i t y  f r on t i e r .  The  ex t reme l y  h i gh
costs of  fur ther technological  improvements in industry d i rects at tent ion to
search for  easier  and cheaper improvenents in serv ices.
The  p r i ce  o f  a  conmod i t y  pa id  by  t he  consumer  i s  o f t en  tw i ce  as  h i gh  as
the pr ice at  the factory or  farm gate.  In the range of  serv ices betvdeen the
producer and the consumer,  ef f ic j -ency enhancing neasures nay be nuch easier
to accompl ish wi th h igher rates of  return than in the factory.  For example,
i n f o rna t i on  t echno logy  can  save  l - a rge  cos t s  i n  s t o rage  and  shopspace .
G r e a t e r  r e l i a n c e  o n  s e l f - s e r v i c e ,  l i n k a g e  o f  v a r i o u s  s e r v l c e s  a n d
standardizat ion are fur ther cost  reducing opt ions.  Obviously,  other serv ices
are subject  to the s imi lar  ef f ic iency inprovements as wel l - .
The  deve lopmen t  o f  se l f - se r v i ce  has  p roved  t o  be  e f f ec t i ve  i n  r educ ing
costs.  Empir ical  evidence indicates that  the growth of  sel f -serv ice did not
resul t  in job fosses.  Instead,  reduct ion of  costs induced demand and caused
an  expans ion  o f  emp loymen t .  The  i n t r oduc t i on  o f  i n f o rna t i on  t echno logy  i n
s e r v i c e s  h o l d s  t h e  p r o m i s e  o f  s u b s t a n t i a l  p r o d u c t i v i t y  i n c r e a s e s .  M o s t
studies indicate that  the potent ia l  job losses due to the product iv i ty  gains
are 
'compensated'  by the growth of  denand which nay outstr ip the growth of
Iabour product iv i ty .  Indeed, our employment f igures on serv ices af fected by
infornat ion technology hardly show a decelerat ion of  enployment growth.
Accelerat ion of  employment j .n producer serv ices in the Uni ted States can
pa r t l y  be  a t t r i bu ted  t o  t he  i np l enen ta t i on  and  d i f f us i on  o f  soc i a l  and
technological innovation because they require knowledge provided by producer
se rv i ces .  Fu r t he r ,  spec ia l i za t i on  and  s tanda rd i za t i on  opened  up  t he  marke t
I O ?
f o r  p r o d u c e r  s e r v j c e s  t o  s m a l l  a n d  m e d i u m  s i z e d  f i r m s  w h i c h  p r e v i o u s J y
unab le  t o  ob ta i n  t hese  se rv i ces  w i t hou t  g rea t  cos t .  The  Eu ropean  coun t r i es
and Japan are likely to follow these developments in the near future.
D e v e l o p m e n t s  d u r i n g  t h e  s e v e n t i e s  h a v e  s h a p e d  a  p r e d o m j n a n t l y  s e r v i c e
economy  wh i ch  needs  on  many  po in t s  ad jus t r nen t s  f r om the  one  env i saged  by
B e f l  o r  G e r s h u n y .  T h e y  s a w  t h e  e m e r g e n c e  o f  a  p o s t - i n d u s t r i a l  s o c i e t y
d o n i n a t e d  b y  s o c i a l  s e r v i c e s  o r  t h e  a r r j - v a l  o f  a  s e l f - s e r v i c e  e c o n o m y
r e s p c c b i v e l y .  B a s i c a l l y  t h e y  e x t r a p o l a L e d  t r e n d s  f r o m  L h e  f i f t j e s  a n d
s i x t i e s  b u t  t h e  c h a n g e s  i n  t h e  s e v e n t i e s  r e n d e r e d  t h e i r  v i e w  o b s o l e t e .
G r o w t h  o f  s o c i a l  s e r v i c e s  d e c e l e r a t e d  a n d  t h e  s h i f t  t o  s e r v i c e s  i s
i n c r e a s i n g l y  t h e  r e s u l t  o f  e x p a n d i n g  e m p l o y m e n t  i n  p r o d u c e r  a n d  p e r s o n a l
se rv i ces .  The  g row th  o f  t hese  se rv i ces  1s  pa r t l y  t he  resu l t  o f  soc i a l  and
technological  innovat lons whlch have been able to reduce the burden of  the
'cost-d isease'  
and are responsible for  opening up new markets.
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